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“Bonus” Depreciation for 
Farm and Ranch Houses?
-by Neil E. Harl*
	 Enactment	of	so-called	bonus	depreciation	on	March	9,	2002,1	allowing	a	30	percent	













	 At	first	 glance,	 farm	or	 ranch	 farm	houses	would	 seem	 to	 be	 	 properly	 classified	 as	

































Harl, Farm Income Tax Manual	§	3.20[3]	(2008	ed.).
 2 I.R.C.	§	168(k)(2)(G),	(k)(1).
 3 Pub.	L.	No.	108-27,	§	201(b).
























income	 for	 the	 tenant.13	Moreover,	 it	would	be	 unusual	 for	 a	
farm	or	ranch	house	to	be	occupied	in	part	by	the	owner.	With	
rent	usually	not	paid,	and	with	no	rental	imputed	to	the	tenant-
occupant,	 it	 is	 fairly	 obvious	 that	 the	 statutory	 conditions	 of	
Section	16814	are	usually	not	met	 for	a	share-rent	 tenant	 (and	
possibly	not	for	a	cash	rent	tenant).	If	that	is	the	case,	what	is	the	
proper	classification	for	residential	property?
Options for farm or ranch house classification 
	 One	 possibility	would	 be	 to	 classify	 the	 structure	 as	 non-
residential	 real	property	which	 is	depreciable	over	39	years.15 











houses	 provided	 for	 a	 tenant	without	 payment	 of	 rent	 to	 be	
classified	as	20-year	property	and	be	handled	as	farm	buildings.	




Reform	Act	 of	 1986,	 but	 no	 response	was	 received	 over	 the	
ensuing	22	years.
The bottom line 




by Robert P. Achenbach, Jr






NAD for attorney’s fees and costs under the Equal Access to Justice 
Act,	5	U.S.C.	§	504.	The	NAD	denied	the	request,	ruling	that	the	
EAJA	did	not	apply	to	NAD	adjudications.	The	court	held	that	
Section	554	of	the	EAJA	provides	for	award	of	attorney’s	fees	and	
costs	in	administrative	proceedings	if	(1)	there	is	an	adjudication,	
an	agency	process	for	the	formulation	of	an	order,	that	is	required	
by	statute;	(2)	the	adjudication	must	be	on	the	record;	and	(3)	there	
must	be	an	opportunity	for	an	agency	hearing.	The	court	held	that	
both	(1)	and	(3)	were	clearly	present	in	NAD	proceedings.	The	issue	
was	whether	NAD	proceedings	were	“on	the	record”	because	there	
was	no	language	in	the	NAD	laws	that	specifically	required	that	the	
proceedings	be	on	the	record.	The	court	found	that	the	NAD	laws	
made	several	references	to	appeals	based	on	the	record	and	held	
that	NAD	proceedings	were	intended	to	be	on	the	record	and	were	
covered	by	Section	554	of	the	EAJA;	therefore,	attorney’s	fees	and	
